e 
2 
2 


r 


[em 


Income Producing Properties. .. 


Auditors’ Report and Financial Statements. 


nd Sales Graphs... 


See 


| Offices and Subsidiary Companies... . 


Board of Directors 


left to right: 


ROBERT D. KEENAN 
Chairman of the Board 
and General Manager 


Thunder Bay, Ontario 


HAROLD GANJA 
President 


Thunder Bay, Ontario 


JOHN M. KAUZLARICK 
Secretary-Treasurer 


Thunder Bay, Ontario 


WILLIAM A. BOYD 
Vice-President 


Guelph, Ontario 


Directors: 

DONALD M.LEYONS 
Toronto, Ontario 
ARCHIEsRo VIC AYs OG 
Winnipeg, Manitoba 


RABP HoT SCURFIERD 
Calgary, Alberta 


The Thunder Bay urban renewal 
program Is represented in the 
scale model. 


Transfer Agent and Registrar 
The Royal Trust Company 
Toronto-Dominion Centre 
Toronto, Ontario 


Bankers 

The Royal Bank of Canada 

1 South Cumberland Street 
Thunder Bay, Ontario 

Bank of Montreal 

27 South Cumberland Street 
Thunder Bay, Ontario 


Auditors 
Dunwoody & Company 
Chartered Accountants 


National Office: 

25 Adelaide Street West 
Toronto, Ontario 
Thunder Bay Office: 
Intercity Plaza 

Thunder Bay, Ontario 


Solicitors 


Carrel, Pustina, Zelinski & Illingworth, 


1020 Victoria Avenue 
Thunder Bay, Ontario 


Holden, Murdoch, Walton, Finlay, 


Robinson 
44 King Street West 
Toronto, Ontario 


Shares listed onThe Toronto Stock 


Exchange 


Directors’ Report 
to the Shareholders 


The Company’s financial performance 
and expansion tn its diversified opera- 
tions were highly satisfactory during the 
fiscal year ended August 31, 1971. 


The figures speak for themselves: con- 
struction and land sales reached 
$16,783,321 from the previous high of 
$14,205,331 in the fiscal year 1970; 
net income rose by 45.5 per cent to 
$701,476 from $482,096 the previous 
year; cash flow reached $1,335,022, 
compared to $1,043,324; and working 
Capital increased to $2,578,979 from 
$2,292,480. 


The Board of Directors, therefore, takes 
great pleasure in submitting this annual 
report and the consolidated financial sta- 
tements for the 1971 fiscal year. The 
Company's achievement is documented 
in detail in the report. 


Several factors contributed to this 
growth. To begin with, the principal of- 
ficers of your Company have, over the 
past 16 years, acquired the habit of 
astute Investment, management and 
building practice, and established a 
well-entrenched position in the housing 
market. 


No less important to the Company's pro- 
gress is the contribution of a highly 
competent, efficient and productively 
energetic staff. Their efforts are an in- 
dispensable element in the Company's 


prosperity and the Board extends its 
grateful thanks. 


Daring tie TO7i Tiscal nvear, the 
Company's land development program 
provided 706 building lots valued at 
$3,590,184 in Thunder Bay, Winnipeg, 
Brandon, Sault Ste. Marie, Sudbury and 
Timmins. The Company constructed or 
began work on 1,837 multiple and single 
family dwellings and apartment units In 
both public and private housing sectors, 
and, completed two shopping centre 
construction projects. 


These are a few of the highlights of the 
year, described more fully in the report: 


* Housing sales in Thunder Bay, Win- 
nipeg, Sudbury, Sault Ste. Marie and 
Timmins equalled or surpassed those 
of the preceding year. 


* The Sudbury division generated a 
record $5,725,000 in construction 
volume during the fiscal year, and led 
the other divisions in sales. 


* The first phase of the $15,000,000 
Thunder Bay urban renewal program 
was announced in August. 


* Construction began on a joint venture 
with Home Smith Properties Limited, 
a subsidiary of Great Northern Capital 
Corporation Limited, to produce 
housing at Burlington. 


* Major tenants were signed for a new 
shopping centre in the core of Toronto 
—a joint venture with Home Smith 
Properties Limited of Toronto. 


* Substantial land was acquired in 
Winnipeg and construction of private 
housing was accelerated in this area. 


* A shopping centre in Brandon was 
virtually completed. The sale of this 
$1,600,000 centre was completed 
subsequent to the year end. 


* At present, the Company Is con- 
structing or holds contracts or is 
finalizing contracts for Ontario Hous- 
ing Corporation projects totalling 
$17,074,854. 


* A $1,400,000 shopping centre in 
Thunder Bay opened in July. 


The Company was fortunate in the elec- 
tion of three new Directors to the Board 
at the annual general meeting in Thun- 
der Bay on May 3. R. T. Scurfield, Pres- 
ident of Nu-West Development Cor- 
poration Limited, of Calgary, one of the 
most successful Canadian companies 
marketing new homes, A. R. Micay, 
Q.C., of Winnipeg, who has extensive 
experience in finance and income -pro- 
ducing properties, and Donald M. Lyons, 
President of a Toronto underwriting and 
financial consulting firm, who brings 
20 years’ experience in the investment 
field, are actively participating in the 
affairs of the Company as new Direc- 
LORS: 


Your Board is committted to a policy of 
sound and economical management, 
production of residential accommoda- 
tion on a competitive basis to serve the 
largest portion of the market, prudent 
land development, and the refinement 
of operations. Moreover, the Board in- 
tends to preserve the Company's repu- 
tation and goodwill in the more than 


50 municipalities in Ontario and 
Manitoba, in which it has been or Is 
currently active. 


Diversification has become a fact of 
successful life for real estate develop- 
ment companies. In that respect, your 
Company intends to diversify into rela- 
ted activities which show the greatest 
promise. During the year, for example, 
we announced plans for a $1,250,000 
hotel-motel adjacent to the County Fair 
Shopping Plaza in Thunder Bay. To- 
ward the latter part of the fiscal year we 
began negotiations with Suny’s Inter- 
national Limited, a highly successful 
chain of gasoline outlets. Suny’s out- 
lets have been established in Sault Ste. 
Marie, Thunder Bay, Toronto, Stratford, 
Ottawa and Brantford. Negotiations with 
Suny’s extended beyond August 31, and 
we subsequently acquired ownership of 
50 per cent of the company. 


During the year, the Board initiated a 
program of mailings to Shareholders to 
inform them of events important to the 
Company's future. This will be con- 
tinued. 


We have two years’ work ahead of us— 
more than all the work of the past five 
years combined. 


We are the only company in the industry 
to build government-financed rental 
housing throughout the province, and 
we are exploring the possibilities of par- 
ticipating in this field in Manitoba and 
the Maritime provinces. During the cur- 
rent fiscal year we expect to respond to 
Ontario Student Housing Corporation 
proposal calls on student housing, for 
the first time. 


Headway’s land bank is sufficient to ful- 
fill your Company’s needs for some time 
to come. In Thunder Bay, for example, 
we have enough land for the next six or 
seven years’ development; in Winnipeg 
our lands will be adequate for another 
three years; in Brandon lands under op- 
tion will last until 1983; in Sault Ste. 
Marie our land bank will carry us for- 
ward to 1982; in Sudbury it will last for 
three years and in Timmins for 10 to 12 
years. Virtually all the Company branches 
are building houses to meet sales. 
Homes are sold almost as fast as they re 
built; often there are no model homes 
available because of brisk sales. Speak- 
ing of sales, we expect gross sales and 
revenue from all sources will exceed 
$21,000,000 during the current fiscal 
year. 


Together with the completion of hous- 
ing, we produced 279 apartment and 
semi-detached rental units in Thunder 
Bay, Sudbury and Timmins. Some 462 
of these types of units were planned or 
under construction in these cities and 
Sault Ste. Marie within the first four 
months of the current fiscal year alone. 
Within the next decade, we anticipate a 
greater demand for single family and 
semi-detached homes. We also antici- 
pate an abundant supply of mortgage 
funds for the housing market, beginning 
early in 1972, and a decrease In the in- 
terest rates on mortgages. This fresh 
transfusion of capital will be accom- 
panied by more professionalism among 
developers and greater care among fi- 
nancial institutions about who they do 
business with. 


We can summarize our long-range plans 
this way: 


1. To increase the Company's income 
base as quickly as possible. 


2. To increase our participation in public 
housing, in and out of Ontario. 


3. Towork toward expanding ourbranch 
system into other provinces—ulti- 
mately on a national basis. 


4. To expand on all fronts, subject to 
the availability of working capital and 
enlarged management capability. 


5. To develop more shopping centres as 
quickly as possible for ownership and 
resale. 


6. To expand ownership of rental apart- 
ment units in other cities to increase 
Our income and cash flow. 


7. To expand the number of Suny’s gas- 
oline outlets in Ontario and in other 
provinces. 


The Board of Directors is confident of 
the Company's continuing success and 
extends its thanks to Shareholders for 
their faith in that success. 


On behalf of the Board, 


ae 


R. D. Keenan, 


Chairman 


Thunder Bay, Ontario, 
December 15, 1971 


Accounting Policies 


The Company's accounting policies and 
the disclosure of its financial informa- 
tion are in accordance with recommen- 
dations of the Canadian Institute of 
Public Real Estate Companies. 


Contract Sales: 

Income from contract sales is recognized 
on the percentage-of-completion 
method. Under this method, a propor- 
tion of the total contract price is recorded 
as income in the ratio that the actual 
costs to date are of the total estimated 
costs of the contract. 


House Sales: 

Income from the sale of a house Is 
recognized at the time of acceptance of 
the completed home by the purchaser. 


Land Sales: 

Income from the sale of land is recorded 
at the time the agreement for purchase 
and sale becomes unconditional and 
the material requirements of the com- 
pany related to the sales agreement have 
been met. 


Rental Income: 
Income from rental properties is 
recorded as earned. 


Land Costs: 

Land held for development is shown at 
its original cost plus interest on debt 
and property taxes. The cost of land is 
prorated over the saleable acreage in 
that area. Development costs are 
averaged over the acreage to which they 
relate. 


Income Properties: 
Income-producing properties are shown 
at cost by the Company. 


Depreciation: 
See Note 4 to the financial statements. 


Deferred Income Taxes: 
See Note 7 to the financial statements. 


Investments: 

Investments in joint ventures and 50 
per cent-owned companies are 
accounted for on the equity basis. Under 
this method of accounting, the Com- 
pany’s share of operating results are in- 
cluded in income and the investment is 
adjusted accordingly. 


Financial Highlights 


1971 


diotalpAssetsaae meee: bay ae an SRC MCE $20,822,365 
GiOSSeSaleS Begr noes aucune et ie a de 17,349,966 
Casha Flow nome Ooehatlons ene ian een es 1,335,022 
Income before deferred income taxes.... 1,250,053 
Income after deferred income taxes...... 701,476 
Shareholders Equit\ nent aera eeee 4,075,056 
Cash flow per common ahee eee Cee $ 0.52 

Net income per common share 

QSOS CMC UEDESS cc ocacoocuuoeoc 0.49 

Net income per common share 

after defeitedittaXcsi ams... mane anne anion ae 0.27 


% Increase 


% Increase 


over prior over prior 
year 1970 year 1969 
35.3% S15 S922 2a lkovo $11.721,706 
18.4 14,658,702 52.2 9,630,903 
28.0 1,043,324 69.3 616,495 
29.9 962,386 68.7 570,403 
45.4 482,096 48.3 325,121 
20.8 3,373,580 168.4 1,256,671 
$ 0.46 $ 0.31 
0.42 0.28 
0.21 0.16 


Cash flow from operations is the income of the Company for the year before depreciation, deferred expenses, 
deferred income taxes and principal repayments on long-term mortgages. 
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Private Housing 


The sale or rental of private housing 
continues to be an important segment 
of your Company’s successful operation. 


Thunder Bay 

The Thunder Bay division has 100 hous- 
ing units under various stages of con- 
struction or sold for the current year. 
Sales are expected to remain constant 
for the foreseeable future. 


Sault Ste. Marie 

In Sault Ste. Marie, the 60 to 85 units a 
year your Company has averaged should 
increase to about 100 units during the 
current fiscal period. At present, this 
division has 90 units under construc- 
tion or sold for this fiscal year. The 
Sault Ste. Marie division’s building arm 
also carries out the Ontario Housing 
Corporation projects awarded to the 
Company in the area. 


Timmins 

The Sault Ste. Marie division extended 
its operations to Timmins in the spring 
of 1971, and has 53 housing units under 
construction or sold. We expect this to 
increase to 60 to 75 units per year In 
Timmins. 


Sudbury 
The Sudbury division has been the 


largest division in terms of sales volume. 
The division has 124 housing units 
under construction or sold for the cur- 
rent year. This division also constructed 
550 units for the Ontario Housing Cor- 
poration during the 1971 fiscal year. 


Winnipeg 

The Winnipeg division expects to pro- 
duce 150 to 200 units per year. We 
now have 100 units under construction 
or sold. 


Brandon 


Construction of housing in Brandon ts 
carried out under the direction of the 
Winnipeg division. We foresee annual 
sales of at least 50 units in Brandon (at 
present we have 40 units under con- 
struction or sold). 


Burlington 


The joint venture in Burlington, Head- 
land Homes, has 98 units under con- 
struction and sales are above our ex- 
pectations. Another 62 units are being 
started and we expect more than 200 
sales this fiscal year. 


Private housing sales in the current fiscal 
year are expected to more than double 
the number of units sold in the fiscal 
year ending August 31, 1971. 


Headway has continued to perfect Its 
experience and its record in the public 
housing field since 1965, when the 
Company was awarded its first contract 
by the Ontario Housing Corporation. 


As a result, your Company’s participa- 
tion in “‘rent-geared-to-Income”™ hous- 
ing for OHC and housing for lower 
income families financed by the Federal 
Government through Central Mortgage 
and Housing Corporation, continues to 
occupy a strong position among our di- 
versified activities. 


OHC housing is owned and managed 
by that Provincial Government agency; 
housing financed by the Federal Gov- 
ernment through CMHC Is owned, op- 
erated and managed by your Company 
at low rental rates. 


Contracts for OHC projects are awarded 
on a competitive proposal basis. Along 
with other proponents, we respond to 
such proposal calls, submitting our de- 
signs and specifications which must 
meet the stipulated requirements. OHC 
reviews and evaluates the proposals and 
Subsequently awards a contract to the 
successful proponent. 


During the 1971 fiscal year, your Com- 
pany completed 25 OHC contracts to 
build 743 units at a value of $9,686,600 
in 20 communities throughout Ontario. 


At the year end, 535 units at a value of 
$6,320,095 were under construction in 
seven communities. 


In addition, your Company was awarded 
18 contracts to construct 1,087 units 
for OHC at a value of $14,945,220 in 
14 communities throughout Ontario. We 
are finalizing these awards in terms of 
contracts for construction during the 
1972 fiscal year. 


The development and design work, land 
acquisition, preparation of proposals and 
Submissions to OHC, as well as liaison 
withOHC and CMHC, are carried out by 
the Toronto design and development di- 
vision. Construction of these projects Is 
handled by the construction division at 
head office in Thunder Bay, or by other 
branches at or near the community 
concerned. 


Your Company was one of the first in 
the industry to become actively involved 
in this field of housing. We realize the 
permanent and expanding interest that 
Federal and Provincial Governments 
have in the housing needs of many Ca- 
nadians, and we intend to intensify our 
efforts toward greater participation in 
both forms of government-financed 
housing. 


We are also looking outside the borders 
of Ontario. During the fiscal year we 
responded to proposal calls for similar 
housing in Manitoba. We are looking at 
government-financed housing in other 
provinces as well. 


Land Development 


Headway was active in land develop- 
ment in Thunder Bay, Sault Ste. Marie, 
Timmins, Sudbury, Brandon, Winnipeg 
and Burlington during the fiscal year. 
Lakehead Developers Limited, a wholly- 
owned subsidiary, is responsible for 
most of the Company's land develop- 
ment, as well as controlling the Com- 
pany’s land operations in Thunder Bay 
and Winnipeg and rental units in 
Thunder Bay. It also owns the revenue- 
producing properties in Thunder Bay. 


In Sault Ste. Marie, the Company's sub- 
sidiary land development company, 
Grandview Gardens Land Company 
Limited, controls 186 building lots, 198 
acres of land for multiple units and a 
4-acre shopping centre site. 


Headway recently acquired 125 acres 
of land in Sudbury, in anticipation of a 
continuing vigorous market. 


Your Company purchased 251 lots in 
St. Vital, a suburb of Winnipeg, is nego- 
tiating to buy another 12 lots and has 
an option to acquire an additional 74 
serviced lots. 


In Timmins, the Melrose Northern 
Associates joint venture has developed 
a fully serviced 19-acre apartment site 
and planning is advanced on the devel- 
opment of 249 acres of land for housing 
accommodation. A 31-acre shopping 
centre and Commercial site is in the pre- 
liminary planning stage. In the adjoining 
Township of Whitney, preliminary de- 
velopment plans to utilize 90 acres of 
land for housing accommodation have 
been prepared. 


Joint ventures with another company 
or an individual, on an equal basis, offer 
certain mutual advantages, including a 
pooling of resources, an enhanced posi- 
tion for major financing and reduced 
capital outlay for each party. 


Your Company Is involved in the follow- 
ing joint ventures: 


A housing project in Burlington, known 
as Headland Homes, with Home Smith 
Properties Limited, a wholly-owned 
subsidiary of Great Northern Capital 
Corporation Limited. Construction of 
160 single family units is under way; 
land for these homes and 600 multiple 
units was made available by Home 
Smith Properties. We are confident this 
project will be highly successful as sale 
prices, down payments and interest rates 


on these units are the lowest in the 
Hamilton— Toronto area. 


‘‘The Galleria’ shopping centre at 
Dufferin and Dupont Streets in Toronto 
is a joint venture with Home Smith 
Properties Limited and Rosborough, 
Fenwick and Associates Limited of 
Winnipeg. It is your Company's first 
project in Metropolitan Toronto. The 
215,000 square feet of space in “The 
Galleria’ encompasses 193,000 square 
feet of retail soace, with 100,000 square 
feet already leased to a department 
store and 30,000 square feet leased to 
a supermarket. 


A joint venture known as Melrose 
Northern Associates in Timmins, con- 
trolling about 300 acres of land zoned 
for single family, semi-detached, apart- 
ment and townhouse development and 
an additional 20 acres for a shopping 
centre site. 


Urban Renewal 


At a major press conference staged by 
your Company in Thunder Bay on 
August 23, one of the first new build- 
ings in the city’s urban renewal pro- 
gram was announced—a_ $1,500,000 
Sayvette Limited department store and 
supermarket. 


The three-storey building will be joined 
to the existing Eaton’s store by an en- 
closed climate-controlled mall. Eaton's 
previously announced Its intention to 
double the size of the store to 140,000 
square feet at a cost of about $3,000,000. 
A pedestrian overpass will also link the 
new Sayvette store to a hotel complex 
your Company proposes to build as part 
of the second phase of the project. 


The Sayvette store, the Eaton’s addi- 
tion, the enclosed pedestrian mall and 
its shops, and parking garages, are 
scheduled to open in the autumn of 
(SEs 


This downtown core redevelopment 
constitutes the largest single retail pro- 
ject your Company has undertaken. It is 
also shaping up as a criterion of urban 
rejuvenation that will serve as a model 
for the rest of the country. 


When the urban renewal program is 
completed, it will provide employment 
for at least 1,000 persons and generate 
increased tax revenue to the City of 
some $600,000. 


Headway Corporation's proposal for the 
$15,000,000 renewal program was ap- 
proved by the Federal, Provincial and 
Municipal government partners in the 
project and the Company was appointed 
the developer in 1970. The Headway 
proposal was the culmination of an in- 
tensive effort by architects, engineers, 
urban consultants, leasing consultants, 
and representatives of the three levels of 
government, working closely with your 
Company. 


Urban renewal site. 


— «Che News-Chronicle wee 


THUNDER BAY, ONTARIC, MONDAY, AUGUST 33, U7 (NOT MORE THAN 10 CENTS A CC 


$1 900,000 STORE LATES 
URBAN RENEWAL PROJEC 


~ a A Ee —- Sayvette Lt 
To Build o1 
S.Cumberla 


A three-storey Sayvette ae the different 0 
Limited department store aod fivor being on the 
supermarket will form purt a ax Eaton's lirst Moo 
Thundes Bay » downtown urbai land ‘conten involv 
renewal. project MOSTLY CANADIA 
Norman € Van Matten, vice: | ThE store chain 


IUPAGES — TWO SECTIONS 


Willian resident came back to Mr Van Halten 
ae rors hea today Ww announce roa its ‘ares ar 
and wt is 

ae ne 001.000 Sayvette race wie ected by Seog 
ts the second majur commercial it hegan largely 
retail enterprise domoanced. ‘oF conspany 
the seh Z 

ani 


pans 
The Sayveite pret will be eg 
ni at the vote 


Shopping Centres 


Headway established a significant 
beachhead in Metropolitan Toronto 
through this phase of corporate activity. 
We penetrated, in fact, to the heart of 
this major market with a shopping mall 
we call “The Galleria.” 


“The Galleria” will cover about 215,000 
Square feet of space on a 12-acre site 
within a primary trade area of nearly a 


quarter million residents. The mall, at 
Dufferin and Dupont Streets, will be 
flanked by parking space for /OO cars. 


About 75 per cent of the retail area has 
been leased at this time. 


The enclosed heated and air-conditioned 
shopping mall features a 25,000 square- 
foot market area patterned after the col- 
ourful markets of Italy and Portugal. 
“The Galleria’ is scheduled to open 
next summer. 


Other Developments 


In Thunder Bay, the Northwood Park 
Shopping Plaza was opened In late July. 
The complex encompasses a Zellers de- 
partment store, a Dominion Food Super- 
market and specialty shops within 
130,000 square feet on a 10-acre site 
and provides parking for 800 cars. 


A sister shopping centre in Thunder Bay 
North, the County Fair Plaza, concluded 
its second successful year of operation. 


In Brandon, Manitoba, a K-Mart shop- 
ping centre was virtually completed ‘for 
take-over by the purchaser, the 
Canadian Imperial Bank of Commerce 
Pension Fund. The $1,600,000 shop- 
ping centre, on a 15-acre site, was built 
under the control of Riverheights 
Development Limited, a 50 per cent- 
owned subsidiary of your Company. 


In Timmins, planning advanced on the 
Gold City Centre shopping complex, 
with construction planned for next Ssum- 
mer. The centre is located on a 20-acre 
site and will contain more than 200,000 
square feet of space, with parking space 
for more than 700 cars. 


Heating, Plumbing, 
Floor Covering and 
Building Products Divisions 


These divisions service Headway’s con- 
struction operations, if they are com- 
petitive with outside suppliers, which 
they generally are. Moreover, they serv- 
ice other housing contractors and have 
captured a good share of the retail 
market. 


Keenan Sheet Metal (1961) Limited is 
a wholly-owned subsidiary sub-con- 
tracting all heating, sheet metal and 
plumbing work for all divisions and 
Subsidiaries, again if the prices are com- 
petitive. 


Nu-Brite Floors Limited, another wholly- 
owned subsidiary, handles ceramic tile 
and floor covering services for the con- 


struction divisions. 


Biltrite Lumber and Supply Limited is 
50 per cent-owned by the Sillman group 
of companies. This company supplies a 
substantial portion of our building prod- 
uct requirements. Under new manage- 
ment policy, profits should improve sub- 
stantially. 


Income Producing 
Properties 


The following table summarizes the in- 
come-producing properties now oper- 
ating and owned by your Company, and 
also the properties which are in the 
construction or planned stages. Type of 
property, location and number of resi- 
dential units is also described. 


As shown on the consolidated state- 
ment of operations in this report, rental 
revenue increased from $453,371 in 
1970 to $566,645 in 1971 and rental 
earnings increased from $98,277 to 
$128,863 in the same period. With the 
addition of revenue produced by prop- 
erties under construction, rental earn- 
ings will continue to increase. 


PROPERTY LOCATION PERCENTAGE NUMBER OF COMPLETED PLANNED 
OF OF COMPANY RESIDENTIAL AND OR UNDER 
PROPERTY OWNERSHIP UNITS OPERATING CONSTRUC- 
TION 


Commercial: 


County Fair Shopping Plaza Thunder Bay North 50 — X 
A & P Store Thunder Bay South 100 _ X 
Northwood Shopping Centre Thunder Bay South 100 _ X 
The Galleria Toronto 44 — X 


The Gold City Centre Timmins 50 — X 


Residential: 


3 apartment buildings Thunder Bay South 100 iss Xx 
Semi-detached housing Thunder Bay South 100 72 X 
Semi-detached housing Sault Ste. Marie 100 42 X 

3 apartment buildings Thunder Bay North 100 174 29 145 
Apartments Sudbury 100 210 X 
Apartments Timmins 100 81 xX 
Semi-detached housing Sudbury 100 3 X 
Semi-detached housing Thunder Bay 100 26 X 


Total Units 741 
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AUDITORS* REPORT 


Omi Mie mo iNaize Mol Geiss 
HEADWAY CORPORATION LIMITED 


We have examined the consolidated balance sheet of Headway 
Corporarion Limited and subsidiary companies as at 3] August, 
1971 and the consolidated statements of operations and re- 
Tanned Carnmings and, source. and. application of ‘cash. for the 
year then ended. Our examination of the financial statements 
of Headway Corporation Limited and those subsidiaries of 
which we are the auditors included a general review of the 
HecOUMiMundeproOceguUres eande siren tebits, of accounting ctecordis 
and other supporting evidence as we considered necessary in 
the circumstances. We have relied on the reports of the 
auditors who have examined the financial statements of the 
other subsidiaries. 


ln our opinion, these consolidated financial statements 
present ftatnly the financial position of the companies 
aseaimeot august ,| 97! andthe results of their operations 
epamimessource ond application’ of their cash -forn-ihe year 
then ended, in accordance with generally accepted accounting 
brinmci ples app! led on av.basis consistent with: that tof the 


preceding year. 
Lescasznby + Crp 


Thunder Bay, Ontario, 


2 November, |9/7Il. CHARTERED ACCOUNTANTS. 


e HEADWAY CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


Consolidated Statement of Operations 


and Retained Earnings for the year ended 31 August 1971 


Housing and Land 


Sales 
Costs 


Rentals 
Revenue 
Costs 


General and Administrative Expenses 
Income Before Depreciation and Income Taxes 


Depreciation—fixed assets (Note 4) 
—rental properties (Note 4) 


Income Before Income Taxes 
Current income taxes 


Income Before Deferred Income Taxes 
Deferred income taxes (Note 7) 


Net Income for Year 
Retained Earnings, Beginning of Year 


Cost of public financing 
Retained Earnings, End of Year 


Net Income for Year 
Deferred expenses amortized 
Depreciation 
Deferred Income taxes 


Cash Flow from Operations 


1974 


1970 


$16,783,321 $14,205,331 
14,949,934 12,686,232 
1,833,387 1.512008 
566,645 453,371 
437,782 355,094 
128,863 OS 27 

1, 962/250 1,617,376 
592,581 578,870 
1,369,669 1,038,506 
42,465 40,587 
28,256 26,048 
70,721 66,635 
1,298,948 S/o 
48,895 9,485 
17250;053 962,386 
548,577 480,290 
701,476 482,096 
1,471,308 1:079,975 
2,172,784 1,562,072 
— 90,764 

$ 2,172,784 2 aay ay eoUe 
$ 701,476 933) 34627096 
14,248 14,303 
7021 66,635 
548,577 480,290 

$ 1,335,022 Sea sio24 


a HEADWAY CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


Consolidated Statement of Source 


and Application of Cash for the year ended 31 August 1971 


1971 1970 
Source of Cash 
Operations 
Net income for year $ 701,476 $ 482,096 
Charges not requiring an outlay of cash 
Deferred expenses amortized 14,248 14,303 
Depreciation 70,721 66,635 
Deferred income taxes 548,577 480,290 
Cash flow from operations 1,335,022 1,043,324 
Increase in 
Bank indebtedness less cash 933,996 (918,050) 
Accounts payable 898,003 606,205 
Mortgage advances and deposits on 
work in progress 159,935 436,171 
Income taxes 49,570 (5. 85,4086) 
Mortgage and notes payable 2,051,560 LOS 3) 
Adjustments to deferred income taxes 58,032 — 
Share capital issued during year — 1,725,578 
Decrease in accounts and other receivables 253,014 ( 609,549) 
$5,739,129 $3,160,758 
Application of Cash 
Increase in 
Loans and mortgages receivable Sod 2004 Sti evar Aw, 
Inventories 2,334,102 SS UZ79 
Prepaid expenses 47,801 1,495 
Investments 252,787 41,426 
Construction of rental properties 2,529,540 880,028 
Purchase of fixed assets 60,040 133,419 
Increase in other assets 2265 90 
Cost of public financing — 90,764 


$5,739-429 


$3,160,758 


HEADWAY CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet 


as at 31 August 1971 


ASSETS 

Cash 

Accounts and other receivables 
Loans and mortgages receivable 


Inventories, at lower of cost and 
net realizable values (Note 2) 


Prepaid expenses 
Investments (Note 3) 


Rental Properties 
At cost less accumulated depreciation 
1971—$62,931; 1970—$34,708 (Note 4) 


Fixed 
At cost less accumulated depreciation 
1971—$187,370; 1970—$146,521 (Note 4) 


Cost of shares of subsidiaries in excess of 
book value at date of acquisition 


Deferred expenses, at cost less amortization 


Approved on behalf of the Board: 


Director 


1971 


304,941 
3;1710)309 
741,308 


8,886,349 
ASW 
353,870 


6,306,400 


394,145 


510,910 
42,111 


$20,822,365 


1970 


275,937 
3,423,370 
220,921 


6,552,247 
64,171 
103,876 


3,805,116 


376,570 


510: S1e 
54,094 


STi 892712 


SAM (eas lara 4 


Director 


LIABILITIES 
Bank indebtedness (Note 5) 


Accounts payable 


Mortgage advances and deposits 
on work in progress 


Income taxes 
Mortgages and notes payable (Note 6) 


Deferred income taxes (Note 7) 


SHAREHOLDERS’ EQUITY 


Share Capital 


Authorized 
5,000,000 common shares of no par value, 
aggregate consideration not to 
exceed $5,000,000 


Issued and fully paid 2,561,532 shares 


Retained earnings 


1971 1970 
$ 1,328,000 (ei36o 000 
3,996,760 5/0987 07, 
1,304,114 1,144,179 
49,570 — 

8,610,787 67909 227 
1,458,078 851,469 
16,747,309 1:2,01687632 
19027272 1 802;27 2 
2,172,784 1,471,308 
4,075,056 3,373,580 
$20,822,365 Gee ie2 2242 


STATUTORY INFORMATION (Note 8) 
CONTINGENT LIABILITIES (Note 10) 
SUBSEQUENT EVENTS (Note 11) 
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HEADWAY CORPORATION 
LIMITED 
AND SUBSIDIARY COMPANIES 


Notes to Consolidated Financial 
a Statements as at 31 August 1971 


1. Principles of Consolidation 


All assets, liabilities and operating re- 
sults of the company, its wholly-owned 
subsidiaries and their wholly-owned 
subsidiaries have been included in the 
consolidated financial statements. Inter- 
company balances, operating transac- 
tions and unrealized profits have been 
eliminated. All companies have 31 
August fiscal year ends. 


The following companies are included 
in the consolidated financial statements: 


Headway Corporation Limited 
Lakehead Developers Limited—re- 
sulting from the amalgamation on 
Sl eAugusial 9 /is0n 

Lakehead Developers Limited 
Keenan Sheet Metal (1961) Limited 
Nu-Brite Floors Limited 

Nor-Ario Construction Limited 
Headway Builders (Sault) Limited 
—resulting from the amalgamation 
ons 1 August 1971. of: 

Headway Builders (Sault) Limited 
Grandview Gardens Land 
Company Limited 


Kodiak Land Development Limited 
Fort William Holdings Limited (a 
subsidiary of Lakehead Developers 
Limited) 


Comparative figures for 1970 have been 
re-classified to conform with 1971 
presentation. 


2. Inventories 
1971 1970 


Serviced and unserviced 
land $4,910,168 $4,592,660 


Land held for development 1,018,115 395,072 


Housing and projects under 
construction, includingland 2,836,583 1,494,396 


Materials and supplies 121,483 HOMAY 


$8,886,349 $6,552,247 


Included in land held for development 
are option deposits of $11,255 (1970— 
$58,075) and interest and realty taxes 
capitalized during the year amounting to 
$47,750. The total purchase price of the 
land under option will amount to 
$2,098,730 (1970— $1,281,050). 


3. Investments 


STA, 1970 
Investment in and advances to 
affillated companies, and to 
joint ventures (50%—owned) $353,870 $103,876 


The company follows the equity method 
of accounting for investments in and 
operations of affiliated companies and 
joint ventures and records its share of 
the Increase in retained earnings since 
acquisition together with its share of 
joint venture profits; amounting to 
$29,816 (1970—$24,735). 


4. Depreciation Policy 


The company follows the sinking fund 
method of providing for depreciation on 
buildings included in rental properties 
and fixed assets. This method is based 
on an estimated useful life of 50 years 
and will write off the cost of the build- 
ings in a series of annual instalments 
increasing at the rate of 5% compounded 
annually. Depreciation is recorded on 
all other depreciable assets at the max- 
imum capital cost allowances rate per- 
mitted under the Income Tax Acts. 


Land 
5. Bank Indebtedness 
The bank indebtedness is secured by 
general assignments of book debts, and 
floating charge debentures to a max- 
imum amount of $1,500,000. 


6. Mortgages and Notes Payable 


Mortgages 1971 1970 
Land $3°326)236) Ss, 126/501 
Rental properties 4,765,142 DO29, 343 
Fixed assets 153,799 162,677 

Debenture payable 160,300 198,105 

Loans and notes 205,310 140,601 


$8,610,787 $6,559,227 


The mortgages and other long term in- 
debtedness are repayable in variable 
amounts to 1997 and bear varying In- 
terest rates. 


Principal amounts due in the next five 
years are as follows: 


Rental Properties Land and Other 


1972 $ 68,455 $2,111,597 
1973 81,072 455,490 
1974 87,918 426,452 
1975 95,750 695,861 
1976 104,138 41,151 
Subsequent to 1976 4,327,809 115,094 

$4,765,142 $3,845,645 


$8,610,787 
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The debenture payable is secured by a 
floating charge on the underlying prop- 
erty and assets of Headway Builders 
(Sault) Limited. 


7. Deferred Income Taxes 

Deferred income taxes are recorded 
with respect to capital cost allowances 
in excess of depreciation recorded in 
the accounts, holdbacks, profits on cer- 
tain land sales, and deferred servicing, 
design, overhead and financing costs 
on projects which have been deducted 
in calculating taxable income. 


8. Statutory Information 
The following amounts have been in- 
cluded in the statement of operations: 


Interest on long term in- 
debtedness Including rental 
properties S300 25 


Aggregate direct remuner- 
ation paid by the company 
to the five highest paid em- 
ployees, including directors 
and senior officers $137,400 


9. Earnings Per Share 


1971 1970 
Cash flow per share from a. nie 
operations $.52 $.46 
Income per share before de- 
ferred income taxes 49 42 
Net income per share after 
deferred income taxes LAT r2i 
Average number of shares 
outstanding PAM Ley, 2,2 ONE 


10. Contingent Liabilities 

The company has guaranteed the bank 
advances to an affiliated company to a 
maximum amount of $62,500. 


The company is jointly and severally 
liable for indebtedness amounting to 
$780,000 in respect of its joint venture 
projects. The company would have 
claims on the related assets of the joint 
ventures against these contingent lia- 
bilities. 


11. Subsequent Events 

The company has agreed to purchase 
50% of the issued and outstanding 
shares in the capital stock of Suny’s 
International Limited which operates 
various gasoline bar outlets. The pur- 
chase consideration, which will be de- 
termined prior to 1 November, 1972 on 
the basis of an agreed formula, will be 
settled by the issue of shares of the 
company and/or cash. 


INCOME: 
GROSS INCOME eee 
INCOME BEFORE DEFERRED TAXES [ 
NET INCOME ae 


2,000 


1,900 Biatalnivsla leone lal go 
io Lea 
To a eee 
ro eae eee 
Sanne 


THOUSANDS OF DOLLARS 
“Tas aEe 


(0) = ea a | Zz 

INCOME DETAIL 1966 1967 1968 1969 1970 1971 
NET BEFORE 

YEAR GROSS DEFERRED TAX NET 


1966 496,614 $ 14,763 $ 14,763 
1967 790,818 149,261 149,261 
1968 906,617 343,413 217,516 
1969 I 157.663 570,403 SZopav cil 
1970 6175576 962,386 482,096 
197 1,962,250 11220)7,,055 701,476 


CASH FLOW '- 
; SALES 


LAND AND CONSTRUCTION 


| 
| 
I, 
| 
| 


ey ee oe 
Te Se ald ee 


al 
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THOUSANDS OF DOLLARS 


MILLIONS OF DOLLARS 


1966 1967 1968 1969 1970 1971 


1966 1967 1968 1969 1970 1971 SALES DETAIL 
CASH FLOW DETAIL 


YEAR AMOUNT 

1966 $ D079 poe ore 
1967 201,813 ,700,283 
1968 397,480 EEA Sy 
1969 616,495 »496,672 
1970 1,043,324 plod Do 
1971 2 a5,022 SWAT eval 


AMOUNT 


24 


Milestone in Headway’s 
Corporate History 


* In 1955, Bob Keenan and Harry 
Ganja, who were associated in hous- 
ing projects on a small scale in what 
is now Thunder Bay, set up Headway 
Builders Ontario Limited. 


* They created Lakehead Developers 
Limited with other local builders in 
1964, to develop serviced building 
lots. 


* In 1965 Nu-Brite Floors Limited, Bilt- 
rite Lumber and Supply Limited and 
Grandview Gardens Land Company 
came under the Headway banner. 


* Headway Builders (Sault) Limited 
was established in 1966, the year the 
parent company was awarded its first 
Ontario Housing Corporation con- 
tract. 


* Headway Corporation Limited was 
established in 1967, incorporating 
most of the assets of the previous 
Headway companies and two real 
estate development companies, one 
operated by John M. Kauzlarick, the 
other by William A. Boyd and Tauno 
Sohlman. 


* The present corporate structure of 
Headway was established in 1969, 
with the amalgamation of the com- 
panies involved in the incorporation 
two years previously, and the subse- 
quent acquisition of outstanding 
shares of Keenan Sheet Metal Limited 
and the balance of the shares of 
Headway Sault, Grandview and Lake- 
head Developers. The Company also 
bought Kodiak Land Development 
Limited for operations at Sudbury, 
and acquired a 50 per cent interest In 
Melrose Northern Associates to de- 
velop building lots and commercial 
rental properties at Timmins. Opera- 
tions in Winnipeg and Brandon were 
begun. 


* In 1970 the Company went public 
and shares were listed on The Toronto 
Stock Exchange. 


* In 1971, the Company acquired a 50 
per cent interest In Suny’s Interna- 
tional Limited, a chain of Ontario 
gasoline outlets. 


Statutory Amalgamations 


Certain of your Company's subsidiaries 
underwent statutory amalgamations at 
the end of the fiscal year. 


Lakehead Developers Limited, Nor- 
Ario Construction Limited, Keenan Sheet 
Metal (1961) Limited and Nu-Brite 
Floors Limited were amalgamated as 
Lakehead Developers Limited. 


Headway Builders (Sault) Limited and 
Grandview Gardens Land Company 
Limited were amalgamated as Headway 
Builders (Sault) Limited. 


The amalgamations provide: 

1. more efficient administration 

2. easier reporting 

3. greater purchasing power 

4. simplified banking arrangements 


HEADWAY 


CORPORATION 
LIMITED 
i 
HEAD OFFICE 


291 South Court Street, Thunder Bay, Ontario. 


BRANCH OFFICES 


3 Thorncliffe Square, Overlea Boulevard, 
Toronto, Ontario. 

1314 LaSalle Boulevard, Sudbury, Ontario. 
3043 Ness Avenue, Winnipeg, Manitoba. 


WHOLLY-OWNED SUBSIDIARY COMPANIES 


Lakehead Developers Limited and its Divisions: 
Fort William Holdings Limited 

Keenan Sheet Metal Division 

Keenan Plumbing Division 

291 South Court Street, Thunder Bay, Ontario. 


Headway Builders (Sault) Limited 
and its Grandview Gardens Land Division, 
1 Chambers Avenue, Sault Ste. Marie, Ontario. 


Kodiak Land Development Limited 
1314 LaSalle Boulevard, Sudbury, Ontario. 


50%-OWNED SUBSIDIARY COMPANIES 
Riverheights Development Limited 
Brandon, Manitoba. 


Biltrite Lumber and Supply Limited 
County Fair Plaza, Thunder Bay, Ontario. 


Suny’s International Limited 
3 Thorncliffe Square, Overlea Boulevard, 
Toronto, Ontario. 


50%-OWNED JOINT VENTURES 
Melrose Northern Associates 
Timmins, Ontario. 


Headland Homes 
3334 Mainway Drive, Burlington, Ontario. 


